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Design of Optimal Strategy for Convertible Bond Issuance

WANG Zhu-fang PAN De-hui
School of Business Administration Northeastern University Shenyang 110004 China. Correspondent WANG Zhu-fang E-
mail  sisi200000415. student @ sina. com

Abstract Considering the factors related to the issuance of convertible bond a model is developed to express the relationship
between conversion rate and asset variation of the firm issuing the bond with the maximization of the firm' s gross assets taken as
the objective. The functional calculus is introduced to determine the optimal conversion rate so as to optimize the issuance strate-
gy of convertible bond thus offering a new way for the design of original indenture for convertible bond. For example the way
proposed is applied to the SHOUGANG convertible bond to analyze the influence of coupon rate and optimal conversion period
on the conversion premium rate. A conclusion is drawn that in this way the result of such an analysis is practically in agreement
with the issuance indenture for the convertible bond and that its effectiveness is therefore verified.
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